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» eringuller, cabinet director, says Reagan’s decision to
trim on;y 13 bpillion dollars from defense spending in 1983-
84 wil;”fequire:“drastic" cuts in domestic spending.

This is why White House aides pleaded with Reagan to cut
between 2¢ and 30 billion dollars out of the defemnse
budget, as OMB Director David Stockman recommended.

Fuller says Defense Secretary Caspar Weinberger initially
wantgd toAcut only 4 to 5 billion dollars out of the
budget. He described Weinberger’s style of negotiating as

very skillful--he_statés his view and then repeats and
febeaﬁS it."‘Be says Weinberger seemed at times to be
??%ing t0'ove£§helm Reagan with facts and figures.

th on1y‘did Weindberger refuse to budget from his view,

says Iullef. he also refurned to the White Eouse each day
with;the'vgry same éharts. Fuller thinks Weinberger’s
friendship with Reagan helped shape the final decision.
'FullerAsays the new budget cuts may not be announced
until as late as next Thursday. But he says that the
Cabinet departments already have been told  “the range”” of
their cuts and they know generally what items must be cut
te achievé tﬁose goals. According to Fuller, our bdeat
reporters could probably get an advance look at the budget

«uts by checking with the departments they cover.
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FROM: RAK
RE: White House noles
Grand repids. Reagan will hold the following meetings in
Grand Rapids: On Thursday afternoon, he will meet for a

half hour with former French Presideat Giscard 4 Estaing;
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5 minutes with Trudeaun; then for another half
nour or so with Lopez Portillo. On Friday morning at 8:38,
Reagan will host a8 three-way breakfast with Trudeau and

7 ez Portillo. Haig and Allen will accompany Eeagan.

~ The ¥hite House expects on Wednesday to announce agendas
for these meetings. For now, aides are saying only that the
standard bilateral topics will be discussed. ““It”s an
opportunity, obviously, o caizch up...to follow up on their
previous talks,”’” says David Gergen. At mid-morning on
¥riday, the President will g0 on to Denver for a speech. We
return %o Washington late Friday. But all of this is

subject to change.

Budgat cuts., Gergen tried desperately today to dampen the

A

reports that the goal of a 42.5-billion deficit in 782 is
fading away. Heagan told a group of Pepublican seanators

teday that 42.5 billion still is his target. *“Ths
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(¥ sident ‘s heldinz to a very steady course...The
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wavering of the kind sugeested by some of the sitories we“ve

Y ~ & < - g rn
neen seeing, said Gergen.

(MORE)



The White House waded ianto the Social
Security quickssnd again today by saying that Reagan stands
the year. Cuts in Social Securiiy denefits in “82 are veing
figured into the administration’s projections of a 42.3

billion deficit. The 82 cuts would come, under Reagan’s

w

earlier plan, largely in the form of a one-time delay in
the cost of livieg increase for Social Security retirement
benefits; and through elimiznation of the minimum 312%/month
benefit. :

Gerzen tried tc emphasize that this is not a new position
for Reagan, and said that. after meeting with Revublican
¢ cators teday, the President "“announced that he has 2o
"plans to propose additional cuts in Social Security
programs heyvond those he already has submitted to the
Congress...The President telieves the plan he sent t¢

4

Jongress was a good and sound plan,”” but Reagan is not

3

*‘wedded”“ to the exact packa

& he submitted earlier,

v

o

Instead, the White House ccunting oa working out a

[

*“vipartisan’” package of Social Security cuts, mainly

through the efforts of Robert Dole and the Senate Finance
Comittee.

ntitlements, Entitliement programs a0 longer are

e T ot s wen Srwve W s e 305 i et o

absolutely safe from cuts in “82, as

v

v

eazan had promised as

v

late as this week. Accordiag to Geregen, the President has

aken under advisemeant” the ““strongz unanimous
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recommendation’’ of a group of Republican senatars ° hy
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to cut entitlement programs such as medicaid
and medicare in 82 to keep the deficit in check. Until
today, the White House always has said that Heagzan was
“‘disinclined”’” to cut entitlement programs in 82,
although the administraiion always has insisted that
entitlement cuts would he necessary in 23 and “84.

Said Gergen, “The entitlement programs 4o constitute more
than half of the federal budeget. They are the fasting

s

growing part of the federal budget.

-

Defense. Gerzgen also declared today trat Zeagan will not

oconsider increasing defense cuts above 13 biliion. Ee

insisted that Jim Baker never told a group of senators that

7 't there is “‘some latitude”” in Reagan’s decision on the
size of the defense cutb. g

Appropriations Veiloes. Reagan promised the Republican

-

congressional delegation today: ““If budget~busting bills

do come down, I will veto them. I want to make that

a4

plain. Gergen said the same threat applies to the farm
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FROM: RAX

RE: Background—only ivu with Larry Speakes

Budgeti cuts. Speakes says Reagan has made few decisions

regarding where to seek cuts. In fact, indecision seems to
chaeracterize the present state of affairs at the White
House. This is how things'now look:

The President probably will announce his new budget-
cutting plan early next week with a televised address from
t*~ Oval Office.

~Just what he will announce still has to be decided, but
stéckman is in the process of identifying fiscal “€2 cuts
in‘thé rarge of 12 billion to 14 billion. (This figure is
subject to change, however. The White House has refused all
week to publicly name a figure for “82. Speakes offers this
figure for guidance only.) The '82.cuts will include, of
course, 2 billion in defense savings. The other 12 billion
to .12 billion will most likely come from both discretiornary
programs and entitlement programs.

Reagan "has up until now resisted the temptation to cut
entitlement programs, because of the obvious political
liability inherent in cutting food stamps, medicaid, Social
S .urity, etc. But now that Republican congressional
leaders have paved the way by publiély urging him to cut

entitlement programs, Reagan seems ready to change course.

{MAD T\



STORY: SPEAKES

Speakes expects him to go for entitlement cuts in “82, but
he emphasizes that no firm decision has been made.

Speakes cléims that the current White Eouse view is that
“‘only wvhen you cut entitlements will you send a real
signal”” to Wall Street. Last week, of course, White House
aides were saying that a big cut in defense spending was
what was needed to impress investors. Now, accofding to
Reagan’s thinking, Wall Street isn”t worried about defense
spending, only about the rapid growth of entitlement
programs.

How does the administration expsct to win investors’
confidence? "‘We’‘ve just got to keep preaching 42.5 [in
‘e%] and a balanced budget in 84,7’ says Speakes. He says
invéstors1have suffered too many broken promises in the
pgﬁﬁ, but at the same time he concedes that all Reagan can
do.now is offer more promises. The White House also is
placing great stock in FReagans threat to veto
appropriations bills that exceed his budget goals.
Wiedenbaum and others in the administration believe
interest rates will come down early next yeer, according to
Speakes; and improve the climate for keeping the “82
deficit éiose to 42.5 billion.

‘There seems to be little strategy yet for achieving the
new cuts. The White House is “‘looking for some kind of
legislative device’” to make some of the cuts. Speakes
m_ tions the possibility of & 67-day continuing resolution
that would freeze apropriations at éurrent levels. This

(MORE)

PAGE:

2



STORY: SPEAKES PAGE:

Quild buy time for the administration-to seek new cuts in
the appropriations bills as they come up. This approach,
however, would force Reagan to wage tﬁe 13-front battle
that he wants to avoid. A 12-month omnibus budget
resolution containing fresh cuts is also a possibility. And
there is some chance that a deal will be worked out by next
week to make some cuts in Social Security benefits in “82.

Speakes predicts “‘a furious game of chicken’’ between the
administration and Capitol Hill as Octobter 1 approaches.
The White House may try to load up a continuing budget
résolution, or @ resolution to increase the debt ceiling,
with so many budget cuts that there will be & real chance
0of Congress failing to pass anything by October 1,
technically forcing departments to shut down. The question
igﬁawho would back down first under those circumstances—
Reégan or Congress?

AWACS. Richard Allen predicted today on the record that
the administration will win avoproval of the AWACS package
in the Senate. "“We’re making substantial headway...We

s

velieve the Senate will consent to this transfer,”’ said
Allen at a briefing. Speakes paints a not-so-rosy picture,
but he still thinks Reagan will win in the end. The White
House now "is trying to delay an early vote sought by
opponents. Twenty-seven senators have been identified by
the administration as wavering. Allen has been giving

p. ate briefings to these senators almost daily on Capitol

Hill.
(MORE)
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MX and B—-1. Reagan will decide both of these questions by

the end of the month, according to Speakes.

Defense cufs. The President’s decision to cut Pentagon
.spending by only 13 billion surprised nearly all of the
senior White House staff, says Speakes. He doubts that
there was any collusion between Meese and Weinberger.
Cutting defense simply went too much against Reégan's grain

for him to go along with Stockman, Speakes says.

(END)
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Gergen acknowledges that President Reagan’s highly pubdblic
struggle to trim defense spending in 1583 and 1984 did
ﬁothing to promote confidence on Wall Street.

"“Thirteen billion dollars wésn’t intended to send a
signel to VWall Street,”” he says.

But he rredicts that the financial community will begin
*~ respond when it sees the full range of cuts in domestic
rrograms over the next three fiscal years. Ee does not rule
"oyt cuts in entitlements.

ATty going'to take more than rhetorical flourishes. The
critical thing is forjus not to get into a situation‘where
we look like we’'re floundéring or panicking.’’

'He‘écknowledged that Wall Street would be happier if the

administration identified more than 75 billion dollars in

cuts for 1963 and 1984. There is no inclination to go that

far at this time.

The President is not threatening to veto any bill that
cuts more deeply intc defense spending in 1982, even though
~@dministration officials will take a position that their
. .posed cuts are " ‘non-negotiable.”’

The President considered six different options for

defense spending in-1983-84. The proposals ranged from £

pillion tn 27 bhillion dnllarcs. Althanceh the Rie Three tried

sB9/17,10211
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tc rresent a united front to us on this issue, they were
not together on it. Baker sided with Stockman. Deaver had
no position. Meese was ~“torn’’ between Stockman and
Weinberger.

Baker simply misjudged the President when he told
reporters in Los Angeles that they were going to cut 20 to
30 billion dollars from the defense budget. " ‘Ee came in
late,”” says Gergen. "~ "Ead he been there earlier, he might
have called it differently. Ee konestly believed it.””

. Although Baker regrets the mistake, he now believes his
pudblic statements ferced the President to make deeper cuts
*-an he otherwise would have made.

“the tudget-cutting process was not their first such
disagreement. This and all previous dipsutes have centered
on the ~“prossess and pace of things——how fast things should
get done.”’ Gergen adds:

*

*YJim is a “let’s get things done’ type,”” says Gergen.
“*Ed says, 'Let’s touch all bases, think through all
orticns, study ail the material.”’

-But Gergen seys that Meese and Raker have previously

tried to.kide their disagreements, even from the staff.

’

**It’s always been like one of those old-time plays,’’ he
jokes. ““If there was going to be bloodshed, they’d do it
( fstage.”’”’

\

Gergen credits ‘‘maturity and age’’ for the success of
the kig Three. Meese, Deaver and Baker are older than top

(MORE)
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White Eouse aideslin'most recent administrations.

Gergen dces not expect all three of them to stick around
fer four years. Deaver has a | golden future”’” in business.
Baker.might en joy heading @ top Catinet department,
possibly Justice. Meese might run for office in California.

The way the three operated on the defense budget issue is
pot unusual. "'Often, one person will have a very strong
opitioh and the others will simply go along.”” Eowever,
**Jir rarely gets so far out in fromt on policy.””

As time goes'on, the three become more interchangsable.
““Ed gets more involved in process. Jim gets more involved
"~ jssues. Mike picks and chooses.’’ Meese does some
lecbbying ub Congress, but generally: "“Ed deals more with

ke Cadinet, Jim deals more with the Hill.”’

’Baker and Doﬁald Reagan d4id most of the negotiating with
the Eill on the tax package. At one point, they tried.
withcut success to talk the President into 12-19 instead of
5-10-10 *“The President wouldn’t buy it,”” he says. Baker
2lso dealt with Casey on the Eugel matter.

Gergen views Deaver as a ' steadying force.”” "“Mike is
probably the most irreplacable, the most unique of the
three. Mike is one of the most creative minds here.”’” No
other man knows chaid Reagan as well as Deaver. He also

has veto power over the speechwritérs.

Another reason why the Big Three works well together:
““The President doesn’t play favorites. He doesn’t play one
off the other. There’s no competition for his affectiors or

(MORE)
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favor.””

The eir traffic controllers strike was an unusual
Situetion in which the Big Three played a very limited
rcle. Reason: Reagan had his own ideas or how to handle the
strike, based on his experience in California. The
President decided that he would announce that the strikes
wculd be fired at a certain time. The Big Three convinced

him to give them 48 hours, not 24 hours.

(END)
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_Craig Fuller, cebinet director, says the Presidernt will
ask Congress to cut about 16 billion dollers from the
fiscal 1982 budget--including 5 billion dollars from Social
Security by postponing the cost-of-living for three months.

Although the President has not made tke final decision
yet, the optiors were narrowed severeiy during today’s
Cabinet meeting. Fe says the final figure will be somewhere
‘between 1€ and 17 billion dollars, and one third of it will
-ome from Social Security.
~, Reagan will ‘go cn television to announce the final
decision next Tuesday or Wednesday after another Cabinet
meeting. Also to be announced then are department-by-
department ‘‘budget ceilings’’ for 1583 and 1984.

Impoundment has been virtually ruled out as the means for
making the 1982 cuts. The debt ceiling Dbill is being
discussed as a ﬁossible vehicle.

Over the weekend, Cabinet members will meet with Stockman
to discuss the cuts in théir departments. They will then
have an orportunity to appeal directly to the Presidert on
stecific cuts. The final ‘plen will be laid out on Tuesday

* the Cabinet meeting.

Otber likely targets include: The departments of
Education and Energy, CETA and revenue sharing.

Reagan acknowledged today these cuts represent "“blood,
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sweat and tears’” for the Cabinet. -

(END)



September 18,
FROM: -RAK - Grand Rapids, Mich.

v
TO: LT, GP, MWK, SJF, BFP

Here are eicerpts from the speech Reagan is to give at 5
p.m. Eastern time today in Denver to the National
Federation of Republican Women:

'"'Qur economic plan is to begin with the 1982 fiscal
year on October 1. I am as convinced today as I was when we
introduced the package-that this ecqnomic plan is as good
as money in the bank —- and if I were a betting man, I
would wager the rent money on it.

'""Now I have listened to those Chicken Littles who
proclaim the sky is falling and those others who recklessly
plﬁg on high interest rates for their own narrow political
purposes. But this concern about a plan not even in effect
fet is nothing more than false labor... i

''Let me say we did not sweat and bleed to éet the
economic package passed only to abandon it when the going
gets a little tough...

''"There is no alternative to a stronger defense. Study
after study and expert after expert have testified to our
nation's need for a more muscular military. The Soviet
Union, in the most massive and menacing buildup in history,

is spilling over with military hardware. The Soviets have

-

not builﬂ‘a society; they have built an arsenal. And we in
the West can no longer turn our head or avert our eyes.
'*For too many years the Pentagon was treated as the

federal government's poor relation while domestic programs

1981
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thrived and grew fat. We simply must rectify the imbalance.
We will not cut defense spending to the point that it
interferes with or slows our plan to provide for our
national security....

''All of us -- the administration, the Congress, and the
American people —-- are going to be bone tired from the
budget battles over the next few years. But these battles,
no matter how exhausting, must be fought and must be won
for the sake of our future.

«+.''I hope the people on Wall Street will pay attention
to the folks on Main Street. If they do, they'll see that
there is a rising tide of confidence in the future of
America...

''*I can understand the pessimism of those who remember
past promises that were never kept. They know that until
the annual deficits are reduced and eventually eliminated,
interest rates will remain high and so will inflation.;j;;
isn't easy to reduce federal spending, but we're going to
do it; and when the financial markets see evidence of this
their tune will change.['']

(END FILE -- rw)
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FROM: RAK - Grand Rapids, Mich.

TO: LT, JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH,

1983, 1984 Cuts. At this morning's Cabinet meeting,

Cabinet secretaries were given two ''tentative ceilng
reductions'' for their departments for fiscal '83 and '84,
David Gergen sazg;//

These ceilings are a refinement of the earlier ranges of
cutbacks handed to the Cabinet. Gergen refused to say that
all of the ceiling reductions fell between the earlier
announced range of 500 million to 4 billion.

Gergen stressed that the cutbacks for '83 and '84 still
are tentative. With the exception of the delay in cost-of-
living increases for '82, Reagan has made no final
decisions on budget cuts.

'*All of these cuts are in the nature of options. The
President has not signed off on a final package,'' Gergen
said.

During the next two days, Cabinet secretaries will meet
with Stockman to review the proposed '83, '84 cutbacks.
Then Stockman will report to Reagan over the weekend at
Camp David, and department heads will have a brief
opportunity to appeal any of Stockman's cuts to Reagan.

Gergen claims the Cabinet members did not object to the
plan oﬁtlined this morning. ''Throughout, there was
unanimous support for this plan. There was no Cabinet
officer who raised an objection,'' says Gergen.

Other Cuts. Reagan also is considering ways of achieving

1981
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savings in '82, '83 ana '84 through ''reorganization of
agencies and departments.'' This option goes beyond the
planned changes at the Department of Energy and the
Department of Education.

Personnel cuts of 75,000 or more will ''be mostly across
the board,'' according to Gergen, and the majority of the
reductions will be achieved through attrition.

1982 Savings. The total COLA savings for '82 is 5

billion dollars, about 2.8 billion of which would come from
the delay in the Social Security cost-of-1living increase.

Gergen says the average loss to a Social Security
recipient would be ''less than $100'' for the three-month
period during which the cQst—of;living hike would be
deferred.

The White House is looking at either Monday or Wednesday
of next week for Reagan to announce the cutback plan from
the Oval Office.

AWACS. The White House is reactiﬁg cautiously to Senator
Packwood's announcement today that he has the signatures of
51 senators on a resolution opposing the AWACS package.
Says Gergen, ''Clearly the President does not believe this
is the end of the struggle. He believes this is just the
beginning."''

Gergen claims that among the 51 senators who signed
Packwood's resolution, there are a few who have told the

White House privately that ''their minds are not clearly
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made 29[/. . and they consider themselves not yet finally
committed.'’ |
Gergen reminds reporters that a similar resolution with
the same number of signatures was circulated in 1978 in
opposition to the delivery of é}S fighter jets to Saudi

Arabia.

Heads of state. Ne#t week, El Salvador President Jose
Napoleon Duarte will arrive in Washington for a 10-day
visit. He will meet with Reagan on Monday, September 21.
The White House claims this is a ''private visit,'' even
though Duarte will be meeting with several American
officials in addition to Reagan and Haig.

On September 25, Kenyan President Daniel Moi will meet
with Reagan at the White House.

(END FILE -- jnm/rw)
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To 1S, LT, DR, GP, SF, R4K, BFF, JF

Christmes at the White House --for plamming purposss, not for relezss yet

do
‘ We will be gble to0 2 nifty color pisce this yzar dJdespite our deafweek

T was gled to learn. “eeson: The x=mix svents on schadule fell lergely in

and then go to California cver the New “ear.
The press preview fzl

-

the tree 2and d=corstions,

color shots of the festivities.

The Diplometic children's pasrty looks like a smash. There will be

o

e

en addit
/
-3 ornemmmets from ezch of the diplometic th&ddren or rather three from each of their

cnal ¥mzs treze by the CGrand Stairczse which will be decorested wit

countries., It will be csllad the tree of peace. 'ohammad Ali will do mzgic tricks
for the kiddies and the young ballerina who won the oscow competition will ¢=nce
for them. This will also f2l1l within our work week.

kbout 60,000 Christmes cerds will be meiled. Not firmed up as asg yet but



the card may be 2 bit different from the usual 19th century view of the Vhite House.
There is to be a new stamp relsased honoring Hoban, the Irish architect who
designed the Yhite House. The first 60,000 Hobzn stemps will be used %tw as postage
9 official
on the “eagans' mifiwed Christmes card.
- & -
The President will light the National Christmzs tree on Tuesday, ecember 15

the sezme evzning 2s the pr=ss party.



September 17,

FROM: * RAK - Grand Rapids, Mich.
T /

MLS; LT, JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA,

TO
MWK

RE: Budget

The following information was provided on a background
basis by Larry Speakes on the plane:

The President has decided to seek a one-time delay in
cost-of-1living increases for nine major entitlement
programs, including Social Security, in fiscal 1982.

The savings from this action would total 5 billion
dollars. =5

Among the entitlement programs llksiy toﬁcut are SSI,
veteranéibensions, military—retiremegg‘pay, food stampsvand
other nutrition programs, and ''federal civilian
retirement.'’ |

All of the COLA increases would be delayed until October
1, 1982. Depending on the program, that would mean a threezf
month to nine;bonth delay.

At this morning's Cabinet meeting, David Stockman
cutlined the '82 cuts to the Cabinet secretaries. Reagan
has tentatively agreed to Stockman's planned cuts, but
Cabinet members will have until Monday to appeal the cuts
to the President.

Speakes says he does not expect any department head to
appeal directly to Reagan.

There may or may not be another Cabinet meeting before

the budget-cutting plan is announced next week, Speakes

1981
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says.

Other cuts.\>

(jThe COLA savings and Pentagon cuts total 7 billion

dollars in 1982, leaving approximately 9 billion in
additional cuts to be found elsewhere. The President has
made only tentative decisions regarding the additional
cuts; . |

Speakes says that Reagan is considering seeking other
cuts in entitlement programs bheyond the COLA savings. In
addition, approximately 75,000 federal jobs would be
eliminated, with most Cabinet departments taking a "prgf<
rata share.'' The Department of Education and Department of
Energy would suffer larger personnel cuts as part of the
move to abolish those two departments.

Stockman also outlined to the Cabinet today some
proposed cuts for '83 and '84. Department heads will have a
few weekg in which to appeal those cuts.

The Budget Director did most of the talking at the
Cabinet meeting, but Speakes quotes Reagan as telling the
group: ''There will be blood, sweat and tears for all of
Vyou."

Speakes thinks the specific budget cuts that Reagan will
announce next week will focus. largely on 1982.

I will file more later on the budget and Trudeau—Lopez
Portillo talks.

(END FILE - JNM)
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Nancy Reacen—-4 style all her own-- From lunch with Sheils late, not for

attiibution

Some of this might fit into a whisper and other makes good meterisl

4 1 ' . : :
for a pisce on “zncy--how she functions, how she is developing.

disciplined ebout her entries on a day-to-day besis end spsnt hcours on the
flicht back from the royal wedding vwriting longhand in her journal about her

experisnces there and her impressions of esvents,.

\

On her own initiative, abe is 2lso writing a book on the Foster Crendpsren
Progrem. It is & series of 10 or 12 vignettes of 1nc1v1éu91 relationships be
e Foste: Grandparént and child. The profits from the sszle of the book will go to
the Toster Grendparent procram. She also teped a Mike Dougles Show of one hour
vhich will be aired on Octobsr 6 on the topic of

two people in the program znd nsturzlly their child subject. Hel Davié, who works
co

Sy e mposer
with Burt Pachrach , the gorbeor, he

m
pe |
=
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the Fhite “ouse to play this song. & recording star is being sought to record the song

Again, 21l profits from the sale of the recording, phonograph, will go to the
Grandéperent
Foster &xmwgzy=rk program. Nancy thought up these projects herself, Tate said,

Suggcestions did not come from staff. She is taking initiatives now herself,

=S

Nency elso keeps & close eye her mail. She answars meny herself anc

tskes pains to mezke sure answers from the Corresponfence w..ction reflsct her views.

itten a song "To Love a Child" . He is coming ®



She drafted her owvn replies to letters dealing with the President's hospitalization
and the White Honse Restorstion Fund. She spends at least.an h-ur a dey wit

her secretary %laine Crispin in dictztion in respeonse to lettizrs Imdeyx tritten

to the First Legy,

Day

|J-

(By the way, the &P will relszse on Sundey—-— n the Life of Nancy Reagan—

m

re~orted by Maureen Sentini. 'hen I asked how &P won aprroval of the story when
: - the
ve were turnsd away from a story on %= private 1life of the Besgens, Tzte explsined

thet the day covers only "working daytims h-urs" aznd no glimpse of *ency in the

On the private life of the eagans, indications that Tate could co-operste in

g
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ding thext materisl for such & story--on who comes to dinner, what they like
to eat, what they do in the evening but without photos iltustrsting the material.

his kind of access is a stumbling dlock. We covld perhsps illustrzte with one

»

photo by the Thite House perkeps of “ancy zt her cdesk. ¥We could get materiel

for at least ons page, thi k, if we did not g=t hung up on photos. ¥ould you
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r such an appresch? &fter the Yemp 2vid piece is resolved, this is worth

a look, do vou think?

Back to Nancy-- 1‘-’zancy, unlike Rosalymn Certer, does not have an office in the
Test Wing. Tete assertes that the First Lady is "completely accessible" nsverthsless.
Sha does not use LcCoy es an intermedisry. If Tate of Brandon or Roblenski nsed

to talk the First Lzdy, they czll her and she rszdily responds. Szid Tate:

s locking for her to weve good-bye as ha did recently end
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she will withdraw for 20 minutes to tzke a phons call from daughter Patti, which also



- iteelf? %ould it be bsst to emphasize what parsn

L _Héw project for ths First Laay,

For the pest six months, Nancy has bsen contacting evperts in the ar=es

of 2rugz an? alcohol abuse smonz youth, She has besh privetely rzsxrawiiry
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esearching the subject to fin
ané whet is besing done to combst it. Irs. Beagzen is in the process of

inding the most effective way she as First Lady can spotlight the =roblem and

()]

efforts to cops with it. In other words, what is ths best role for her to pley

on this issue so it would be the most helpful. Is prsvention the ksy? Or

which ere springing up around the country whare psrents ban
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system to degl with their offspring ih trouble. Ths qusstions rs. Reecen is asking

o

ergelf before shs emberks include: Tould it be of most help to spotlight the problem
s can do to prevent and halt it?

: e & 4 . . . - U .

To what extent can pseente intervene? Should organizations such as Seconéd enssis
be spotlighted? Chould we focus on solutions or causes? This is =till to be
ironed out. But 3xs¥x Resgzn will be meking a trip on her own in October end in
November (&tlanta is ene city where she will probzhly meke an appeerance vhere

she will me=t with 2 group of youngsters whe s&re trying to "kick" the hzbit.
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AWACS. Secretary of State Haig told a briefing Thursday
evening that some of. the senators who signed Senator
Packwood's AWACS resolution ''made it clear that they
didn't want their names announcég{" because they have not
firmly made up their ﬁinds on the sale.

Haig-said that many senators who have gone on the record
against the sale are unaware of the details of the
''*special-transfer arrangement'' worked out with Saudi
Arabia to safeguard Israeli and U.S. interests.

Secretary of State gave no hint that the administration
is considering altering the terms of the deal to win Senate
votes,

The following information was provided by Haig on a
background-only basis. éx?is to be referred to only as a
senior administration official.,

Trudeau. Reagan and Trudeau met for about 45 minutes and
discussed the following subjects: Canada's national energy
policy, acid rain, the trans—Canadian gas pipeline and the
upcoming Cancun summit. ''All of these were discussed in a
general way,'' Haig said.

He described the meetings between Reagan and Trudeau and
Reagan and Lopez-Portillo as ''a meeting of convenience
because of the presence of these leaderiﬁ.j%his was not a

heavy business meeting.''

1981
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Of the talks with Trudeau, Haig said, ''Dicussions were
frank and at the same time very constructivgﬁ..this was a
very quick opportunity to update the two leaders.''

Lopez-Portillo. Reagan and the Mexican President

discussed the recent French-Mexican statement on El
Salvador in great detail. ''"The Mexican viewpoint was
clarified very satisféctorily," Haig said.

Haig did nét suggest any agreement between Lopez-
Portillo and Reagan on the El1 Salvador question. ''I don't
want to suggest we share a common view on this issue, but
the differences were narrowed,'' Haig said.

(END FILE - ES)
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AWACs_&nd_other metlers.

WVhite House National Security Adviser Richard Lllen,
going cn-the-record for the second straight dey,
acknovwledged Tuesday there is_some risk tket Saudi Arabdie
will misuse the AWACs.

_"“Ycu elways run a margin of risk,’’ he said. ""With
reSpect to absolute guarantees, I guess vwe never have
absolute guarantees. But the Saudis have given us
‘essurances’’ that they will use AWACS properly.

Allen’s briefing for reporters was similer to bqé%%ings
he hes been giving to members of Congress. Ee hed the help
.La upiformed expert from the Air Force, Robert Lilac, erd
numerous maps.of Saudi Arabia.

Ee eargued that the Urited States must give AWACs to the
Seudis to‘help‘protect its o0il fields egeinst the “‘growing
threat’” of Soviet attack. Fe noted that Sauéi Arebia cen
get a similar plane from the Britisk, but suggested that a
U.S. plane weculd lure the Seudis into the Cemr Devid peace
frocess. **Saudi Arebia can be an imporient component of
the peace process,’ ’ Allen said. “‘The United States will

g

agaln be_recognized as a credible friend in the region.’

With AWACs, Allen said, Saudi Arabdia could destroy any

pctentiel o0il field &ttacker with plenty of time to spakre
"thout it, the o0il fields would be destroyed vefore the

Sevdis couvld get their plenes in the eir.

(MCRE)
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Lllen argued that a Sauvdi AWACs could not see all of

rael unless it were flying in Jordan neer the West Bank.
But bhe argued that the Saudis would.never fly an AWACs that
clcse to Israel.in time c¢f war because the rlene would
surely be shot down. In peace time, he said, the plane’s
mission is to rrotect the o0il fields--not menitor Israel.

‘‘The Seudis are & ceautious, prudent people,”” Aller said.
**We don’t have any reason to believe that they are going
to put éirisk a machine like this, worth ebout 20¢ million
doilars; lightly.;;I think we can fairly assure there will
not te any advantege in er aeirwer with Isreael. We do know
‘where the aircraft will be flying.”’

kllen also emphasized the value of having American
equirment in the region during a Soviet-inspired attack. If
Je British surrlied the plare, he asked: "‘Wcould we have

prepcsitioned assets irn the region? No.~

Allen and Lilac elso emphasized that EL¥WACs cannot:

3t

See beyond 222 miles.
% See tanks, trocrs cr gfound targets.
* See anything traveling less than 92 miles per hour.

* Take pictures.

3¢

Monitor intelligence.

- e e e e o e e e = e - ——

television at 9 r.m. Thursdey to cutline his rew budget
chts. larry Speakes descfibed the speech as " “the next
lcgical ster in the program ke outlined lsst February 18.
s of now, says Sreakes, o budget briefings are plarned

(MORE)
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vntil Friday morning. A little lobbying will prodbably get
5 a briefing by Thursday morning. The television speech

eliminates Reagan’s scheduied trip fo Virginie to camrpaign

for Marshall Coleman. Larry did not give &ny indication

that orpcsition to the budget cuts is giving Reagan any

second thoughts.

in or Fridey. No remarks by the President tlenned. There

will be a White Ecuse reception and luncheon for O“Connor

(ENI)
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_ Despite adverse reaction to cuts in social programs,
President Reagan will not cut any deeper into the defense
budget or rescind the tax cut. Social Security will bde
trimmed in an ‘“innovative’’ manner, not simpiy by
poétponing the cost-of-living iﬁcrease.

To show that he’s ﬁilling to suffer too, Reagan has
decided to eliminate 25 to 30 positions on the White House
staff. This will include eight jobs within the domain: of
Communications Director David Gergen.

Althcough all of the édditional“lgsz cut proposals have
now been'finalized, Speakes does not know the precise
details. -Gergen, who does know the details, is refusing to
see any reporters until Friday. He has canceled our regulér
Thursday appqintment.

_ White FHouse officials will hold a by-invitation-only
backround briefing on the budget cuts aﬁout 5 p.m. Thursday
in the Roosevelt Room. I’ve arranged for MWK to be one of
the invited guests. Stockman does not intend to do a
géneral briefing for all-reporters until Friday morning.

'The President and his aides are miffed with Senate
leaders for sending mixed signals to the White Eouse about
"~ e budget process. After the August recess, they advised
the Fresident to make further cuts in the budget because

(MORE)
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people back home were upset about high interest rates. Now,
ey are offering Reagan the opposite advice.:

In addition, White House aides are furious with Senate
leaders for leéking the proposed cuts so fast. David
-étockman, Jim Baker and Dick Darman weﬁt to the Hill 1last
;eek to brief Senate leaders on the President”s plan to cut
16 billion dollars from the 1982 budget. “‘It was leaked

4

Before'they got back down here,”’ says Speakes. These

:iéaks, he suggests, limited the President’s room to
maneuver. -

Speakes also subscfibes to a current theory that Stockman
intentionally made the domestic spending cuts more
distasteful than necessary in an effort to force Weinberger
to cut more from the defense budget. 4
recognize that the honeymoon is over—--especially in
Washington. ~“They know it’s going to be extremely tough
from now on, " he says. Baker is openly distraught about
the situation because he knows that it could have been
avoided;if Reagan had cut more from defense. Deaver seems
to share Baker ‘s view. Nevertheless, the President has dug
in his heels against further defense cuts. "~ ‘That’s the
President,”” says Speakes. ‘“He“s made up his mind.””
news conference next week. The William Safire column
arparently prompted a number of other pieces on the

bject. Mutual Radio carried a fough piece today
(MORE)



STORY: WHU3

suggesting that the President does not hold news

nferences because he’s afraid of making mistakes. In his
}nly formal press conference since ﬁis recovery from the
_;hooting, you’ll recall, Reagan flubbed the foreign policy
Auestions. The Big Three have beern resisting pressure from

Gergen and Speakes for a press conference.

-Ehfted Nations early next month because it would require
ﬂiﬁ to make a major foreign policy address-—something he
doeé ndt want to do with the 1982 budget still unresolved.
It’S fair to say that these new budget cuts are keeping him
from focusing more attention on foreign pdlicy. A scheduled
trip tec California in early October was canceled too. ~'I
think they“ve finally convinced him that you can’t go out
.o California every month,”” says Speakes. Who did the
cenvincing? ‘‘Deaver convinced her”’--meaning Nancy. -

éﬂggg'ggd Dick;gllen._In retrospect, the President and

his aideS'pow tﬁink they should have started lobbying
sooner for the AWACs sale td Saudl Aradbia. They were
delayed firSt by Howard Baker’s desire to focus solely on
econcmic matters, and fheﬁ by the President’s decision to
Qait until after the visit of Israeli Prime Minister Begin.
““But there seems to ve hope that we can pull it out--it’s
still winadle.””
Meanwhile, says Speakes, Allen is starting to assert
himself for the first time around the White Hoﬁse.~'Up ‘
'til now, Allen has kept one of the lowest profiles in
| (MORE)
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recorded history. But he”s vigorously teken charge of the

ACs lobbying effort andfhas even made some statements on
the record in recent days. The turning point.can be traced
tc this week’s Newsyeek articlé suggesting that Allen is
incompetent. “‘Allen has not screwed up,’” says Speakes.
“‘Allen is breaking out. He’s started doing some things
withcut waiting for approval from State.””

Qggmg;gygggg;;The'crime speech that President Reagan will
deliver in New Orleans next Monday will focus on three or
foﬁr of the proposals offered by the Justice Department
task force, not all 19 of them.

gzgghgggg;No coples of the letter to Brezhnev are
available at the White House. Speakes and others were

forced to return their copies. He suggests that we ask at

.4e State Department.
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__Striking air traffic controllers may be rehired on an
individual basis after the federal government officially
decertifies PATCO as their union, according to Bonatati{

BEe warns that no décision willlbe‘made on this plan until
fhe.décertification is final. But he says that top
administration officials have &iscusSed the idea. After the
decertification, they would simply ease the criteria for
individeul stfikers to win an appeal of their firing.

This information fits with Jim Baker’s statment out in
Galifornia. ‘Baker said the controllers might be rehired on
an individual basis, but ““not in the foreseeable future.’’

In addifion,'he says that Transportation Secretary Drew
Lewis would welcome an organizing effort of the nonstriking
controllers by a union other than PATCO. Lewis says he
would'prefer to deal with a union.

Cn other topics, Bonatati saild:

¥ Be thinks Reagan might criticize the Federal Reserve
Board in tonight’s speech.‘Over the past few weeks, he
says, there has been *‘a subtle, gradual backing away from
the Federal Reserve’’ that has gone almost unnoticed.

* ¥hile claiming no inside information, he predicts that
(  1gan will cut deeper into defense budget. Ee also expects
*“come out on the side of the poor and

"(MORE)
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defenseless”’ tonight by claiming to make no cuts in the
social safety net.””

* Expressed frustration in'White'House efforts to deal
with AFL-CIO.Preéident Lane Kirkland and other labor
leaders. Be says they have simply ignored numerous
invitaticns for consultations at the White House.

* As for JSL's memo about a fistfight between Jesse
Calhoun and Angelo Fosco, he says Fosco has never been
invited to the White House. He’s never heard of any such
scuffle in the White House. He suggests it might have
happened elsehwere, perhaps at the Prime Rib bar where

Foscc hangs out.

__(END)
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RE: Bacxground-only ivu with Dave_Gergen_and_other_notes

Defense cuts. Gergen suggests that Reagan will, in the

end,‘aécept larger cuts in defensé spending to keep the
deficit under cont;ol..But Reagan won;t do that willingly,
and for now he femains firm in his view that Pentagon
spending should be cut by no more than 2 billion in ‘82.
““The Presidert did not go intoia confrontational dialogue

la-t night,”” says Gergen, citing a conciliatory line in

last night“s speech in which Reagan said his feet were not

N d

“set in concrete.’
*“There will be a lot of counter pressure on the Hil; td

cut deeper into defense...What I would guess will happen is

that there will be an arrangement worked out...He [Reagan]

won’t get all of the non-defense cuts he wants.”’

Will REeagan accept larger defense cuts to make up the

A

difference? ‘‘He may ultimately see that he has to do that,

but.he will resist doing it...No one around here is
pressuring him toward that view, but that option is still
on the tablé." Boward Baker is offering the stongest pitch
f' %eagan to cut more deeply into defense, Gergen says.

Speech. Reagan was very pieased with his own performance
last night, says Gefgen. *“He usually goes in there a

little nervous, but he was very relaxed last night. And he

109/25,13:1%7
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was very happy afterwards.”” .
It was the President who insisted on talking about Social
Security, and.Gergen seems relieved that Reagan had the

~

opportunity "“to get it off his chest. Ee’s been wanting to

4nd

talk about it for a long time.”’ The President only very
reluctantly retreated from his plan to delay the Social
Security COLA increase after Howard Baker and Bob Michel
warned him that it wdﬁld doom his entire package.

- Gergen also says the speech 1lifted the morale of the
senior White House staff, many of whom were skeptical that
tﬁe address would be received well. (Gergen apparently was
among trem.) ~"There was great apprehension around here
yr‘terdéy before the speech. We though we were going to
.have to put ﬁp barbedAwire on top of the fence. But the
speech went down well and a lot of people around here are
relieved.”” Gergen insists that Reagan’s technical delivery
was better last night than in any of his pfevious Oval
Office talks. |

He adds, ""It’s clear that its going to be harder slogging
row. There’s a little more tension in the air around here.
But there’s more of a sense of fealism, too, and that’s
healthy.;' Gergen smiled when he noted that many of the
Celiforniens who are in Washington for the first time jre
rhaving trouble adjusting to the fact that the Presidency is
always an uphill battle. The Californians were spoiled by
t. relative ease of Reagan’s first eight months in office.

Gerger, of course, considers himself a veteran who would

(MORE)
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Deficit. Fornthé‘first time, Gergen acknowledged that the

White House is not serious about a spécific ‘82 deficit

target (now 43.1 billion.) *'The operating premise here is

that we really don“t want to come in over 58 billion...We

.don’t want to repeat the mistake of making something

magical out of a figure, like we did with the 42.5 billion
target....Baldrige réally was right when he said we just

have to come in under 59 billion.~

¥all Street. The White House was not surprised by today’s

declire in the stock market. ~“There’s no one here
expecting a great surge in the stock market, but that
dresn’t mean we can’t zet interest rates down...%¥hat’s more
important is the bond market, but we don’t have a reading
on that yet.

Treasury Secfetary Regan, at an earlier on-the-record
briefing today, saiad th;s morning’s stock market slump was
not a ~‘verdict’” on the new Reagan cuts, but part of a
year—léng'decline in the market due to lower profits for
many corporations in 1981,

Stratezy. The White House now intends to push for a 3%- or
6%-day continuing budget resolution- that would maintain -
apropriations at fiscal ‘81 levelsS) During that period,
then, the administration would battle each of the 13
apropriations bills separately--—the kind of trench warfare
T White Eouse had hoped to avoid. To keep spending levels

below his target, the President would continue to threaten

(MORE)
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to veto any or all appropriations bills that exceed the 12
percent across—the-board cut. Gergen thinks Reagan won’t
really have to veto very many bills, that accommodations
will be worked out in advarce, even if this mearns some
¥hite House tradeoffs in the form of larger Pentagon cuts.
But Reagan will not hesitate to veto appropriations bills-—-
largely because the White House believes all vetoes could
be easily sustained in the Senate or House, or both.

Lt the earlier briefing today, Stockman noted that
Reagan’s “‘enforcement tool is 33 percent, plus one.””
Sfockman insisted that Reagan will have " “far greater
leverage’’ to achieve this rourd of budget cuts, because of
L' veto power.

)

-AWACS. The administration is in the final stages of
preparing the AWACS compromise. The plan is to submit the
compromise neit‘week on the day that formal notification to
Congress is-due (Oct 1). This would allow fhe White House
to claih that the package had not really beeﬁ altered, l
since next veek is the first time tﬁat it actually will be
submitted.

Gergén refused to discuss the compromise, except to
confirm ihat stationing Americans‘on the planes 1s part of
the. negotiations. The White House is working closely with
Joward Baker and John Glenn, who were at the White House
for meetings last night and this morning. Semator Glemnn is
c. ,idered the pivotal vote. If the White Eouse wins his

vote, it will win those of ‘other senators. ‘A lot of

(MORE),
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pe.ple trust him up there.”” As of now, Glenn’s only demand
is for increased American personnel on the aircraft, says
Gergen.

More_on_budget cuts. At this morning’s briefing Stockman

cited several areas in which the administration wants to
reform entitlement programs (excluding Social Security):

——tightenting up income eligibility standards for food
stamps, the school lunch program and student loans;

.—-reVising the ““definition of income’’ for various
Programns;

—-reducing thé “‘utilization’” of medicaid and medicare,
eliminating " “excess treatment”” paid for by these two
pragrams.

- ——trimming retirement benefits for federal workers;

OMB“s goal is to cut entitlement programs by 7 percent by
1984, A

Stockman also disclosed thzat the administration is
withdrawing the new nutrition regulations for the school-
lunch ﬁroaram, (The ones that defined ketchup as a
vegetadble.) "It was a bureaucratic goof,”’ said Stockman.
New regulations will be issued later;

The OMB director pointed out that the last round of budéet
cuts ‘‘were not the last step but simply the first step in
implementing the economic policy that the President has

charted...The spending suit must be éut t fit the revenue
s. 77 that resulted from the tax cut.
Stockman conceded that the cuts necessary over the next

(MORE)
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three yvears to balance the budget really total about 114

pillion.

(END)
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